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<Table 1> Sample distribution by M&A methods(No. of Obs.)

This table shows sample distribution by M&A methods. The sample period covers from year 2000 to
2006.

All M&As(A) Backdoor Listings(B) Ordinary M&As(A-B)
Merger 182(65%) 38(66%) 144(65%)
Acquisition of Business 33(12%) 11(19%) 22(10%)
Stock Acquisition 64(23%) 9(15%) 55(25%)
Total 279(100%) 58(100%) 221(100%)

<Table 2> Sample distribution of ordinary M&As by industries(No. of Obs.)

This table shows sample distribution by industries. The Korean Standard Industrial Classification Codes

are provided in parenthesis. The sample period covers from year 2000 to 2006.

Sample(Ordinary M&As)
Industry .
Total Merger Acqu|s.|t|on of StF)C.K
Business Acquisition
Agriculture, Forestry, Fishing(01~03)* 4(1.8%) 3 1 -
Manufacturing 108(48.6%) 75 11 22
Food Products and Beverages(10~12) 9(4.1%) 9 - -
Textile, Wearing Apparel(13~16) 8(3.6%) 7 - 1
Chemicals, Chemical Products(19~21) 19(8.6%) 15 1 3
Non-metallic Products(22~23) 9(4.1%) 8 1 -
Basic Metals(24 ~25) 6(2.7%) 4 - 2
Electronic Components, o
Communication Equipment(26 ~28) 36(16.2%) 20 / 9
Fabricated Metal Products, o

Machinery and Equipment(29~31) 16(7.2%) 8 ! /
Others 4(1.8%) 3 1 -
Construction(41~42) 8(3.6%) 8 - -
Broadcasting, Information Services(58 ~63) 47(21.2%) 33 5 9
Wholesale, Commission Trade(45~47) 24(10.8%) 7 3 14
Supporting, Auxiliary Transport o ~

Activities(49 ~52) 62.7%) 4 2

Professional, Scientific and Technical o ~
Services(70~73) 177.7%) 10 !
Others 8(3.6%) 5 - 3
Total 221(100%) 144 22 55

76 &EHR M23A XM4E 2009



<Table 3> Sample distribution of ordinary M&As by aquisition types

This table shows the distribution of 221 ordinary M&As by acquisition types. The final sample consists
of mergers and acquisitions announced and completed by non-financial companies listed in the Korea
Exchange (KRX) from January 2000 to December 2006. An acquisition is small-scale if the target is small
enough to be waived the approval of shareholders’ meeting. An acquisition is classified as business groups
if the acquirer belongs to 55 large business groups designated by the Korea Fair Trade Commission.
An acquisition is affiliated if the largest shareholders of the acquirer and the target are the same. An
acquisition is classified as diversifying if the acquirer specifies the diversification as the acquisition goal
or the industries of the acquirer and the target are unrelated. An acquisition is classified as listed targets
if the target is listed on the KRX including the KOSDAQ.

Acquisition Small-scale Business Affiliated Diversifying Listed
types Mergers Groups Mergers Mergers Targets

No. of Obs. 41 61 109 86 32

% of Total 19% 27% 49% 39% 14%




Al A7) ARE B4 AREE B8 TR0 SAsdTh AR, FAM4E
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<Table 4> Descriptive statistics

Descriptive statistics for 279 mergers and acquisitions announced and completed between January 2000
and December 2006; 221 ordinary M&As and 58 backdoor listings. All figures are based on the fiscal
year immediately preceding the completion date. Book-to-market is defined as book value of equity
/market value of equity. Debt ratio is total debt divided by total assets. ROCF(Return of Operating
Cash Flow) is EBITDA (operating profit plus depreciation) divided by total assets. Own(largest) means

the ownership ratio of the largest shareholder. Relative size is the target’s assets divided by the acquirer's

assets.
All M&As Ordinary M&As Backdoor listings . )
. (n=279) (n=221) (n=58) Difference
Variables
. . . t-value(p-value)
mean | median mean median mean | median 2)
z-value(p-value)
Equity
market value 391.6 32.04 492.6 39.47 22.7 15.5 3.41(€.001)
L 5.67(.001)
(Billion won)
Total assets 4.65({.001)
(Billion won) 675.4 | 37.59 854.8 64.02 19.6 15.0 776((001)
L 4.57(€.001)
Book-to-market | 1.22 0.81 1.37 0.84 0.68 0.62 2.81((001)
. 0.76(0.448)
Debt ratio 0.47 0.46 0.48 0.47 0.45 0.45 1.32(0.185)
_ 2.44(0.015)
ROCF 0.01 0.05 0.03 0.06 0.04 0.01 262((001)
0.32(0.745)
Own(largest) 0.34 0.34 0.34 0.35 0.33 0.31 0.43(0.671)
L -2.61(£.001)
Relative size 0.52 0.22 0.44 0.16 0.82 0.53 -5.58(.001)

Note) 1) Ordinary M&As minus backdoor listings.
2) Significance for differences between medians is based on the Wilcoxon rank-sum test.
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<Table 5> Announcement returns and long-run stock performance of ordinary M&As and

backdoor listings

Panel A reports the announcement period CARs(cumulative abnormal returns) to the acquirer in mergers
and acquisitions. CAR(-2, 1 day) is calculated by summing ARs(abnormal returns) over 4 days, where
day 0 is the announcement day of an acquisition. Daily ARs are calculated by the market adjusted
method. Panel B reports long-run stock performance after the month of merger completion of using
monthly returns; CARs and BHARs(buy and hold abnormal returns). CARs and BHARs are calculated
as the long-run stock performance of a sample firm less those of control firms matched by industry,
firm size and book-to-market ratio. CARjz4montn and BHAR;z4monm are calculated over 24 months

following the completion month.

All Ordinary M&As  Backdoor listings Difference”
(n=279) (n=221) (n=58) (Ordinary-Backdoor)
Panel A : Announcement Effect
CAR(-10, 1day) 0.1093*** 0.0690*** 0.2621*** -0.1931%*
CAR( -5, 1day) 0.0830*** 0.0592*** 0.1733*** -0.1114%*
CAR( -2, 1day) 0.0536%** 0.0363*** 0.1191%* -0.0828***
CAR( +1, 5day) -0.0100 -0.0105 -0.0083 -0.0022
Panel B : Long-run Stock Performance
CAR1 06month -0.0600 -0.0311 -0.1659* 0.1349
CAR1 12month -0.1221** -0.0708 -0.3095** 0.2387*
CAR1 24month -0.1212 -0.1074 -0.1715 0.0641
BHAR 1 06month -0.0719* -0.0268 -0.2366** 0.2098*
BHAR1.12month -0.2185*** -0.1212 -0.5740** 0.4528**
BHAR1 24month -0.0252 0.1204 -0.5579** 0.6784***

Note) " Ordinary M&As minus backdoor listings. Significance for differences between means is based

on the t-test. ***, **, and * denote significance at the 1%, 5% and 10% levels, respectively.
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<Table 6> Announcement returns and long-run stock performance by M&A methods

This shows announcement returns and long-run stock performance for 221 ordinary mergers and

acquisitions by M&A methods.

Acquisition of Stock 0
Merger . S t-value
(n = 144) Business Acquisition (difference)
(n=22) (n=55)
Short CAR(-10, 1day) 0.0624*+* 0.1289** 0.0481%* 1.70*
un CAR(-5, 1day) 0.0573*** 0.1110%* 0.0409*** 1.67*
CAR1 12month -0.0196 -0.3854 -0.0724 -0.97
Long CAR1 24month -0.0096 -0.5456 -0.1783 -1.17
run BHAR 1 12month -0.0494 -0.4341 -0.1771 -1.33
BHAR1 24month 0.2728* -0.0280 -0.2348 -0.28

) 1) t-test for the difference between acquisition of business and the rest(merger and stock acquisition)

o+, ** and * denote significance at the 1%, 5% and 10% levels, respectively.
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<Table 8> Long-run stock returns in calendar time: three-factor model results

This table presents the results of three-factor portfolio regressions. For each month from 2002 to 2008
we form event portfolios of all sample firms that announced an acquisition in previous 1 years(2nd row),
2 years(3rd row), 3 years(4th row). The portfolio excess returns are regressed on the Fama-French 3

factors as follows:
Rpi - Ree = ap + bp(Rms - Ree) + 5, * SMB + hy, - HML + e

The three factors are as follows : zero-investment portfolios representing excess return on the market,
(Rmy - Rey), the difference between a portfolio of ‘small’ and ‘big’ stocks, SMB, the difference between
a portfolio of ‘high” and ‘low’ book-to-market stocks, HML. Abnormal return is captured by the intercept

of each regression.

. .02 F-value
period ap bp Sp hp adj. R [p-valuel
1 vear 0.0038 1.0530 0.6305 -0.5730 0672 62.5

4 (0.43) (8.88)% (3.26)* | (-4.56)** : [€.001]
2 vears -0.0031 1.0905 0.7185 -0.5146 0.731 93.6

y (-0.43) (12.1)%* (4.46)**= (=4.83)*** ' [€.001]
3 years 0.0012 1.0496 0.6391 -0.5369 0.737 97.5
y (0.18) (12.1)F (4.18)%* (=5.27 )% ' [€.001]

Note) 1) The event portfolio is formed each period to include companies that have completed acquisitions
in the prior n periods. t-statistics are provided in parenthesis.

**x, *#*, and * denote significance at the 1%, 5% and 10% levels, respectively.

WA PR 3909 BYE Ty RES 0] £08E Agsh d FAHO
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<Table 9> Long-run stock returns in calendar time by M&A methods and types

This table presents the results of three-factor portfolio regressions by M&A methods and types. For each
month we form event portfolios of sample firms that announced an acquisition in previous 1 year, 2

years, 3 years. The portfolio excess returns are regressed on the Fama-French 3 factors as follows:
Rpt - Rt = a5 + by(Rme - Rgy) + s, SMB + h, - HML + e

Abnormal return is captured by the intercept of each regression.

No. of Intercept of each regression; ap
Obs. 1 year 2 years 3 years
Merger 144 0.0039(0.40) 0.0066(0.86) 0.0080(1.11)
M&A Acquisition of | 55 10 0019(0.09) | -0.0238(-2.241 | -0.0109(-1.28)
Business
methods
Stock
S 55 0.0202(1.23) -0.0091(0.82) -0.0036(-0.37)
Acquisition
Affiliated yes 109 | 0.0195(1.93) | 0.0012(0.14) 0.0111(1.38)
Mergers no 112 |-0.0009(-0.08) |-0.0053(-0.74) |-0.0048(-0.78)
Diversifying yes 86 0.0139(0.85) | -0.0034(-0.34) | 0.0041(0.45)
Mergers no 135 0.0085(0.95) 0.0034(0.48) 0.0053(0.85)
Small-scale yes 41 0.0359(2.13)** 0.0155(1.45) 0.0176(1.82)*
Mergers no 180 |-0.0039(-0.49) |-0.0088(-1.42) |-0.0047(-0.84)
Business yes 61 0.0259(2.43)* | 0.0125(1.53) 0.0160(2.13)*
Group no 160 0.0018(0.19) -0.0056(-0.83) |-0.0008(-0.13)
Listed yes 32 0.0020(0.13) -0.0093(-0.97) |-0.0037(-0.44)
Targets no 189 0.0032(0.34) -0.0030(-0.42) 0.0014(0.20)

Note) t-statistics are provided in parenthesis.

**x, **, and * denote significance at the 1%, 5% and 10% levels, respectively.
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<Table 10> Regression analysis of long-run abnormal returns

Dependent variables(CAR, BHAR) are calculated as the long-run stock performance of a sample firm
less those of control firms matched by industry, firm size and book-to-market ratio. CAR}24mont and
BHAR | 24month are calculated over 24 months following the completion month. Biz_D equals one if the
M&A method was acquisition of business and zero otherwise. Object_D equals one if the goal of
acquisition was diversification and zero otherwise. SameG_D equals one if the acquirer and the target
were affiliated and zero otherwise. Tlist_D equals one if the target was listed and zero otherwise. Small_D
equals one if the acquisition was small-scale merger and zero otherwise. Group_D equals one if the
acquirer was one of the 55 large business groups designated by KFTC and zero otherwise. Relsize is
the target’s book value of assets divided by the acquirer’s book value of assets. Own(large) is the
ownership ratio of the largest shareholder. M/B_r is market value of equity divided by book value of
equity. Debt_r is total debt divided by total assets. AnnReturn is the announcement return, CAR(-5,1)
to the acquirer. Perform(-1) is ROCF(return on operating cash flow) in year -1, when year 0 is the
completion year of an acquisition. Variables except for dummies have been winsorized at the 2.5% and
97.5% to mitigate the effect of outliers.

CARW.Zl;month BHARW,Mmomh
(1) (2) (3) (4) (5) (6)
mercept | 03039 | 04276 [ -0.139%4 | 01707 | 041007 | 01117
(-1.95) (-2.93) (-0.51) (-1.08) (-2.81) (-0.41)
5 D 01510 ~0.1228 0.1360 01778
- (-0.60) (-0.48) (0.53) (0.69)
Object D 00838 0.1725 20,0160 0.0441
- 0.51) (1.04) (-0.10) (0.26)
SameG D 0.2532 02482 0.1973 0.2025 0.2573* 0.1641
- (1.58) (1.69) (1.21) (1.25) (1.75) (1.00)
st D ~0.0745 ~0.2047 0.0303 ~0.1259
- (-0.33) (-0.90) 0.13) (-0.55)
sl 0 ~0.0119 ~0.0483 0.1840 0.2050
- (-0.06) (-0.23) (0.87) (0.97)
Sroup.D 03679* | 03306™ | 03715~ | 02630 0.2706* | 0.3047*
- (2.04) (2.00) (2.03) (1.44) (1.65) (1.67)
celeine 20,0165 0.0263 0.0506 0.0873
(-0.22) (0.33) (0.68) (1.09)
ownlarge) 0.5869* 0.5556 0.9234* | 0.9013*
(1.70) (1.55) (2.68) (2.51)
~0.0107 ~0.0444
M/B.r (-0.25) (-1.04)
~0.4980 ~0.4524
Debt.r (-1.43) (-1.29)
-1.0291 ~0.6568
AnnReturn (-2.04) (-1.30)
03779 0.0319
Perform(-1) (0.72) (0.06)
F-value 1.36 2.58 1.62 1.07 3.35 1.65
(p-value) (0.232) (0.038) (0.089) (0.383) 0.011) (0.081)
Adj. R? 0012 0.029 0.034 0.002 0.043 0.036

Note) t-statistics are provided in parenthesis.

%% and * denote significance at the 1%, 5% and 10% levels, respectively.
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<Table 11> Long-run operating performance

This table shows median levels and median changes of ROCF(Return on Operating Cash Flow). ROCF is
EBITDA (operating profit plus depreciation) divided by total assets. AROCFiq is industry-adjusted abnormal
ROCF which is the difference between ROCF of the sample firms and the median figure for firms with
the same industry code. AROCFy:m, is performance-adjusted abnormal ROCF which is the difference between
ROCF of the sample firms and ROCF of their respective performance-matched control firms.

Fiscal year relative to completion(t = 0) Median changes
-2 -1 0 +1 +2 +3 (-1to1) -1t02) (-1to3)

Panel A : All M&As

ROCF 0.0661 0.0498 0.0360 0.0445 0.0397 0.0566 0.0074 -0.0024 -0.0169
AROCFin -0.0167% -0.0229” -0.0174¥ -0.0053” -0.0114” -0.0010 00233 0.0174” 0.0156
AROCFim  -0.0013 -0.0000 0.0015  0.01303 0.0071  0.0017 0.0089 0.0067  0.0041

No. of Obs. 277 279 279 279 279 180 279 279 180
Panel B : Ordinary M&As

ROCF 00736 00631 00523 0.0597 00581 006511  0.0094 0.0060 -0.0123
AROCFing -0.0112” -0.0197 -0.0080° -0.0002  0.0017  0.0108 0.0254” 0.0212°  0.0181”
AROCFim  -0.0112 -0.0000 0.0114  0.0184° 0.0139* 0.0132 0.0165 0.0133* 0.0120
No. of Obs. 220 221 221 221 221 146 221 221 146

Panel C : Backdoor Listings

ROCF 00378 0.0155 0.0055 -0.0137 -0.0213 -0.0335  -0.0094 -0.0445° -0.0622
AROCFing -0.0694” -0.06017 -0.0690” -0.0369” -0.0921” -0.0885"  0.0068 -0.0387 -0.0589
AROCFiim 00028 0.0000 -0.0165 -0.0212 -0.0362° -0.0639° -0.0197 -0.04279 -0.0743°
No. of Obs. 57 58 58 58 58 34 58 58 34

Note) ”, ”, and © denote significance at the 1%, 5% and 10% levels, respectively.
All unadjusted median levels (ROCFs) are significantly different from zero at the 1% level except
for those of backdoor listings.
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<Table 12> Long-run operating performance by M&A methods for ordinary M&As

This table shows median levels and median changes of ROCF(Return on Operating Cash Flow) by M&A
methods. ROCF is EBITDA(operating profit plus depreciation) divided by total assets. AROCFiuq is
industry-adjusted abnormal ROCF which is the difference between ROCF of the sample firms and the
median figure for firms with the same industry code. AROCFgm is performance-adjusted abnormal ROCF
which is the difference between ROCF of the sample firms and ROCF of their respective perfor-
mance-matched control firms.

Fiscal year relative to completion(t = 0) Median changes
+1 +2 +3 (-1 to +1) (-1 to +2) (-1 to +3) (-2m to 2m)"

Panel A : Merger

ROCF 0.0704”  0.0709°  0.07177 00131 00112 -0.0039 0.0028
AROCFing 00082 00073  0.0173 0.0261”  0.0196” 0.0220° 0.0207
AROCFiim 0.0246”  0.0186”  0.0293 0.0167°  0.0185” 0.0305” 0.0212
No. of Obs. 144 144 9% 144 144 9% 144

Panel B : Acquisition of Business

ROCF 00701  0.0644”  0.07917 0.0003 0.0117 -0.0181 0.0218
AROCFing 0.0291 0.0216 0.0238 -0.0093 00297  0.0314” 0.03127
AROCFfim 0.0326 0.0262 0.0110 0.0280 0.0275  0.0182 0.05527
No. of Obs. 22 22 18 22 22 18 22

Panel C : Stock Acquisition

ROCF -0.0335  -0.0354  0.0378 -0.0034 -0.0113 -0.0275 -0.0070
AROCFing -0.0571"  -0.0417"  -0.0296" 0.0345°  0.0313 -0.0076 0.0059
AROCFfir -0.0019  -0.0450  -0.0252 -0.0215  -0.0419 -0.0316 0.0331
No. of Obs. 55 55 32 55 55 32 55

Note) 1) 2-year average ROCF(AROCF) following the completion year less 2-year average ROCF

(AROCF) preceding the completion year.

9, and © denote significance at the 1%, 5% and 10% levels, respectively.
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<Table 14> Regression analysis of long-run operating performance

AROCFiyg is industry-adjusted abnormal ROCF(return of operating cash flow) which is the difference
between ROCF of the sample firms and the median figure for firms with the same industry code.
AROCFjm, is performance-adjusted abnormal ROCF which is the difference between ROCF of the sample
firms and ROCF of their respective performance-matched control firms. AROCF[-2m to 2m] means
2-year average AROCF following the completion year less 2-year average AROCF preceding the
completion year. Biz_D equals one if the M&A method was acquisition of business and zero otherwise.
Object_D equals one if the goal of acquisition was diversification and zero otherwise. SameG_D equals
one if the acquirer and the target were affiliated and zero otherwise. Tlist_D equals one if the target
was listed and zero otherwise. Small_D equals one if the acquisition was small-scale merger and zero
otherwise. Group_D equals one if the acquirer was one of the 55 large business groups designated by
KFTC and zero otherwise. Relsize is the target's book value of assets divided by the acquirer's book
value of assets. Own(large) is the ownership ratio of the largest shareholder. M/B_r is book value of
equity divided by market value of equity. Debt_r is total debt divided by total assets. AnnReturn is the
announcement return, CAR(-5, 1) to the acquirer. Perform(-1) is ROCF in year -1, when year 0 is the
completion year of an acquisition. Variables except for dummies have been winsorized at the 2.5% and
97.5% to mitigate the effect of outliers.

AROCFing[-2m to 2m] AROCFfim[-2m to 2m]
(1) (2 (3) (4) (5) (6)
Intercept 0.0406** -0.0104 -0.0064 0.0687** 0.0134 0.0017
(&= (2.06) (-0.52) (-0.23) (2.27) (0.45) (0.03)
Biz D -0.0265 0.0128 -0.0224 0.0244
B (-0.83) (0.50) (-0.45) (0.52)
Object_D 0.0469** 0.0451** 0.0271 0.0339 0.0243 0.0073
— (2.30) (2.42) (1.64) (1.07) (0.83) (0.24)
SameG D -0.0260 -0.0178 0.0089 -0.0418 -0.0340 -0.0098
~ (-1.31) (-0.98) (0.55) (-1.36) (-1.20) (-0.33)
Tlist D -0.0441 -0.0497* -0.0428* -0.0563 -0.0683* -0.0618
~ (-1.59) (-1.90) (-1.83) (-1.31) (-1.67) (-1.45)
Small D -0.0185 -0.0077 -0.0128 -0.0063
- (-0.72) (-0.37) (-0.32) (-0.17)
Group_D -0.0008 0.0417** -0.0048 0.0443
B (-0.03) (2.26) (-0.14) (1.31)
Relsize 0.0979*** 0.0511%** 0.0623*** 0.0393***
(5.30) (3.06) (4.49) (2.71)
Own(large) 0.0306 0.0615* 0.1021 0.1427**
(0.73) (1.70) (1.53) (2.15)
-0.0072* -0.0040
M/B.x (-1.75) (-1.53)
0.0203 0.0120
Debt.r 0.58) 0.19)
0.0429 0.0491
AnnReturn (0.66) (0.42)
Perform(-1) 0(_590;2) 0(_551 25)
F-2t 2.37 8.85 13.53 1.37 5.99 5.28
(p-value) (0.030) (€0.0001) (€0.0001) (0.235) (€0.0001) (€0.0001)
Adj. R’ 0.036 0.154 0.413 0.002 0.108 0.201

Note) t-statistics are provided in parenthesis.

%, %, and * denote significance at the 1%, 5% and 10% levels, respectively.
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< Abstract >
Long-Run Performance of Mergers

and Acquisitions in Korea

Hyosuk Kang, Sungpyo Kim

This paper examines a large sample of M&As conducted since the fi—
nancial crisis in late 1990s in order to investigate the post merger perform—
ance of acquiring firms in Korea, We try to get the sufficient sample size
by including ‘acquisition of business’ and ‘acquisition of stock’, as well as
‘merger’ in our sample M&A firms, However, we exclude from our sample
the backdoor listings that are fundamentally different from ordinary M&As
in order to enhance the sample homogeneity, Most of existing empirical stud—
ies fail to distinguish backdoor listings from ordinary M&As in sample
selection, In our preliminary analysis, the announcement returns and post—
acquisition performance of backdoor listings are significantly different from
those of ordinary M&As. The final sample consists of 221 ordinary M&As
announced and completed by non—financial companies listed in the Korea
Exchange (KRX) from January 2000 to December 2006, Given well-known
controversies concerning the long—run performance which tends to be af—
fected by the model specification and the choice of benchmarks, we use vari—
ous test methods to assure the validity of long—run performance. We measure
the acquirer’s long—run stock performance (CARs, BHARs) and operating
performance (AROCFs; abnormal return on operating cash flow) as well as
short—run announcement returns. We also conduct our analysis both in a
univariate setting and in a multivariate framework in which we control for
other factors that may affect the post—acquisition performance. Our major
findings are as follows,

First, with all significant positive announcement returns, long—run
stock performance on average is not significantly different from zero in the
two years following the acquisition, But the acquirer’s long—run operating
performance significantly outperforms the benchmark, That is, the acquirer

* Corresponding Author, College of Business Administration, Hankuk University of Foreign Studies
(Tel : 82-2-2173-3080, E-mail : hskang@hufs.ac.kr)

** Research Fellow, Samsung Economic Research Institute(Tel : 82-2-3780-8367,
E-mail : sp.kim@samsung.com)
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with relatively poor AROCF over the two years before the acquisition shows
significant improvement in AROCF over the two years after the acquisition,

Second, contrary to announcement returns, acquiring shareholders in
affiliated mergers and large business group earn significantly higher
long—run abnormal returns compared to their counterparts, However, we
find no significant difference in long—run performance among M&A methods,
despite significantly higher announcement returns to acquisitions of bu—
siness. Futhermore, there are no significant differences in long—run stock
performance whether the acquisition is a diversifying or small—scale one or
not, and whether the target firm is listed or not,

Third, acquiring firms in diversifying mergers and unlisted targets
show significantly higher long—run operating performance than those of
nondiversifying mergers and listed targets, The relative firm size of the target
is positively related with the acquirer’s operating performance,

Lastly, long—run stock performance tends to move opposite to an—
nouncement returns, which may imply a manifestation of long—term return
reversals’ in the merger and acquisition market., We also find the possibility
of announcement returns to reflect the market expectation on long—run op—
erating performance of acquiring firms,

Key words . Mergers, Acquisitions, Announcement Effects, Long—run Stock
Performance, Long—run Operating Performance
JEL Classification . G14, G354
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